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BEFORE THE VIRGINIA GAS AND OIL BOARD

IN RE:

Application of Oxy USA, Inc.
fo Forced Pooling of Interests in a Drilling Unit
Af ected by Well Number D-36, VGOB 1010-40 in the

Garde Eagisterial District of Buchanan County, Virginia

+is cause came on this 11th day of October, 1990, upon the

applicaI:icn of Oxy USA, Inc. requesting that this Board pool the

interests of well operators in the e0-acre (plus a tole cence of

15%) dgil:.ing units established for the Oakwood Coalbecl Methane

Field )n the Garden Magisterial District of Buchanan County,

Virgin a. Notice of the filing of the application here:in and of

the tike, date and place of the hearing thereon was kuly and

proper)y c[iven to each well operator of record having an interest

in the loccluded coalbed methane gas below the Tiller sea,, of coal

underlyinil the tracts within the drilling unit covered; ereby as

requir]d Iiy Section 45.1-361.19of the Code of Virginia, 1950 as

amended. The Board examined the Notice as given an<I further

conduc)ed inquiry into the sufficiency of Oxy USA, Inc.' search

to detgrmLne the names and whereabouts of well operator! who may

be afflict d by the pooling of occluded coalbed methane lies below

the Ti/le:." seam of coal in the drilling unit involved hex ~in. The

Board finds that Oxy USA, Inc. has exercised due diligenc ~ and has

conduc ed a meaningful search of reasonably available si>urces at
hand. The Board hereby approves the notice given, by pr..'ilication

and otgereise, as meeting the statutory requirements, ru!.ss of the

Board
hand

minimum standards of state and federal due pre:ess, and



Cm,~
finds t6at notice has been given in all respects as requiriii by law

and the rules of this Board.

Ashland Exploration Properties, Inc., Lon B. Rogers and the

Lon B. rogers/Bradshaw Trust, appeared by counsel, and ob-!acted to

unitizaltian of interest in this proposed drilling unit. <'.he basis

of their objection was that Oxy USA, Inc. had no sta!!ding to

request involuntary unitization. Objections contended th!t Oxy is
not a Qla:.mant within the meaning of Section 45.1-361.2,'! of the

Cods of'hrginia.
Thle lloard is of the opinion that the provisions of Section

45.1-3/1.i2 should be construed broadly. This broad con!!truction

is necgssz ry to recognize that there may be conflicting i:laims to
the okerzhip of occluded coalbed methane gas. The Virginia

General Ansembly recognized that conflicting claims to i:wnership

could potentially prevent development and production of this
resourde. Section 45.1-361.22 addresses this problem a! d allows

for devjelcipment and production of occluded coalbed methan!, pending

resolufion of ownership.

Amoco!.dingly, based upon the evidence presented, the Board

finds Ithat Oxy USA, Inc. is a claimant within the m~!zning of

Sectiog 4 l.1-361.22, to occluded coalbed methane intere!ts below

the TiI.le;. seam of coal in the drilling unit as describ!d on the

map, +ich is attached hereto as Exhibit "A" and made! a part

hereof, and has the right to conduct operations on its occluded

coalbed mzthane interests. Based on the evidence preseiited, the

Board jfinds that the following named persons may be i,wners of



occlude coalbed methane interests below the Tiller seam of coal

which are not subject to any lease and who have not voluntarily

agreed to xool their interests in the drilling unit involw>d herein

for its development and operations:

Lon B. Rogers, 300 East Main Street, Lexington, ]IY 40507;

The Lon B. Rogers/Bradshaw Trust, Fon B. R~ ars, II,
Trustee, 300 East Main Street, Lexington, KY 10507;

t the following named persons may be owners of occludedand th

coalbe)

are he)

unit i
intere

2)

m4thane gas interests below the Tiller seam of co>l, which

d ]>ursuant to a lease or other agreement, in the drilling

vo]ved herein who have not voluntarily agreed to p,el their

ts in this unit for its development and operation,

Ashland Exploration, Inc. P. O. Box 391, Asl>land, KY

41114.

gee<i upon the evidence presented, the Board finds that, in

order

variou

go avoid the drilling of unnecessary wells, pr<>vent the

) t'mes of waste and protect the correlative righIs of all

owners and potential owners of occluded coalbed methane gas with

respect to the drilling unit involved herein, the os>acre and

potent:.al owners of occluded coalbed methane gas involved who have

not he/et<>fore reached an agreement with respect to develci)ment and

operat:.on of the drilling unit covered hereby shall be reipxired to

pool thei." coalbed methane gas interests below the Tille'.. seam of

coal 1$ development of this drilling unit, upon the ",erms and

condit/one set out in this order, all of which terms and ci>nditions

are fo nd, after consideration of the evidence presente,I in this

cause,'c be supported by substantial evidence and to be just,

3
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reason@le and equitable and such as will afford each occluded

coalbed miithane gas owner and potential owner in this nit the

t4r, the Virginia Gas and Oil Board orders as fo.',lowe:this m

(1

conflig
gas, tkI

) Pending resolution of issues with respect to potential

irg claims of ownership of the occluded coalbecI methane

e cccluded coalbed methane gas well operator shel:I:

(a) Establish an interest-bearing escrow acorn mt at a

al institution into which the payment for costs or proceeds

tak le to the conflicting interest shall be depot Lted and

r the benefits of claimants;

financ)

attrib)
held fcI

opportu nit y to recover or receive )ust and equitable i <hare of

productior from this unit.

Based upon the evidence presented at the public hekring in

a person

(b) Deposit into the escrow account any mone) paid by

cLaiming a contested ownership interest as a part:icipating

operator's share of'osts payable pursuant to the provisions of

Section 45.1-361.21,paragraphs 5.A.(i) and 5.B.(i) of thi! Board's

Order;

(c) Deposit into the escrow account one-eightk of all
s attributable to the conflicting interests l,lus all
s in excess of ongoing operational expenses attribi:table to

procee

proceed

a particiZating or non-participating operator; and

(d) Submit to the State Gas and Oil Inspector iIuarterly

statements reflecting the status of funds deposited into ':he D-36,

VGOB 1011i-40 escrow account, including sums allocable to
produc ior, royalty payments and interest. The operator may not



use fu s deposited into this escrow fund for any purpose. Upon

final:.eg il determination of entitlement or upon recall >t of an

agreement signed by all claimants, the Board shall orde,. payment

of princiIal and accrued interest from the escrow account i!escribed

in parzgniph 1 above to all persons legally entitled thereto.

) Any person who does not make an election unier this

order shall be deemed, subject to a finil legal

nation of ownership, to have leased his gas or oil interest
pooling

determJ

resolutiox, of conflicting claims of ownership, the opes ator may

petiticn the Board for an Order to disburse funds.

(2) Within 30 days of receipt of a certified cop r of the

to the colilbed methane gas well operator.

) The interests of well operators, as named above in this

(with a tolerance of 158) drilling unit establishixi in the80-acr)
lands / nvc lved herein for the Oakwood Coalbed Methane Gas .'afield are

hereby pooled for the development and operation of this uiiit. Oxy

USA, I)c. is hereby authorized to drill, complete and i:perate a

well in this drilling unit so as to produce occludecl coalbed

methan» gas from the pooled acreage, consistent with the I:erma and

provisionn of its applicable well work permit and the Oakwirod Field

Rules.

($ ) Each owner or potential owner of occluded coalbe'( methane

gas below the Tiller seam of coal involved herein, other than Oxy

USA, Irc., shall, within 30 calendar days after the date c:mailing

this Orde.'.", deliver to Oxy USA, Inc., P. O. Drawer Q, R:.chlands,

VA 2463 a written election either to participate in the iiperation4,
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thai well covered hereby or to exercise such well ol,erator's

right 4f iilection under this order as described below. A timely

electi)n iihall be deemed to have been made if a well opiirator on

or befP
writteJ

e the last day of such 30 calendar day period has !ent such

election by telegram or telegraph to Oxy USA, Ini,. or has

applica)le .
(Al) Each occluded coalbed methane gas well opeiator or

potential well operator herein pooled owning an interest is to the

occluded coalbed methane gas below the Tiller seam of coa'.. derived

from a h.ease covering any tract within the drilling unit involved

herein lis accorded the following options as to such inte] asti

(i) Particination: To participate in the working Lnterest

in and lthe development of the occluded coalbed methane g is below

the Tilpez seam of coal in the drilling unit involved hiirein by

agreein4 to pay such well operator's proportionate perl, of the

actual Post: of drilling, completing, equipping, operating, >lugging

and abapdcning of the well covered hereby and by payinil as set
forth hIire Ln, to Oxy USA, Inc., such owner's proportionate part of

the $22)

operatiS

,2ii5.00 estimated cost of drilling, completing, eqiiipping,

g, plugging and abandoning of the proposed well covered

hereby.i ] n lieu of such payment, furnishing to Oxy UilA, Inc.

had suith written election duly postmarked and has pla ied such

written election in the United States mail, first class, postage

prepaid, culy addressed to Oxy USA, Inc. at the address iiet forth

above. Tee alternatives afforded to the well operator i herein

pooled ars set forth in either A or B, below, whicl,ever is
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securigy satisfactory to Oxy USA, Inc. for the payment thereof

within l45 calendar days of the date of this order. A participating

well operator's proportionate part of the anticipated cost of

comple)lose and share of the production from such well shill be in

the popo><ion that the number of net mineral acres in the unit

covered b) the occluded coalbed methane gas rights ownecl by such

party Qazs to the entire number of mineral acres in this unit; or

(i~i) Carried interest: In lieu of participatinc in the

working i>tercet in and the development of the pool in this

drilli+ unit, as set forth in subparagraph (i) above, to elect to

share iP the operation of the well covered on a carried basis (as

a carr)ed well operator) so that the proportionate par( of the

actual Pos". of drilling, completing, equipping, operating, >lugging

and ab)nd ming of such well allocable to such carri.ed well

operator's interest is charged against such carried well oZ orator's

share @ ]iroduction from such well. All of such carried well

operator's occluded coalbed methane gas rights below thi Tiller
seam of,co sl in the pool in the drilling unit involved he:.'ein are

relinquj shi>d under this order to Oxy USA, Inc. until the
I
iroceeds

from th)
to such

sale of the share of production from such well iiccruing

relatingl thereto covering such interest, equals three hundred

percent (3C04) of the share of'he cost of drilling and coiipleting

cai;ried well operator's unleased interest in the ,',rilling

vo.'.ved herein, exclusive of any royalty, exi ass or

ng royalty, or other non-operating or non-cost hearing

burden iesarved in any lease, assignment thereof or ai:reement
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the we)i <.llocable to the occluded coalbed methane gas inl,crest of

such Wrr:.ed well operator; plus one hundred percent (IOG'~) oi'he
carried olnrator's share of the cost of surface eguipae t beyond

the we)llhoad connection of such well allocable to the inlerest of

such carr> ed well operator; ylga one hundred percent (100I:) of the

share df the cost of operating such well allocable to the occluded

coalbp mcshane gas interest of such carried well operate,r. Such

carried well operator's proportionate part of the costs of and the

production from, the well covered hereby is to be in the p,:oportion

that the number of net mineral acres in the unit covere t by the

occlude c,oalbed methane gas interest owned or potentially owned

by such carried well operator bears to the entire number ol mineral

acres ijn ~:uch unit. During the period of time Oxy USA, Inc. is
entitleg to receive such carried well operator's naare of

productlion or the proceeds therefrom, Oxy USA, Inc. shall pay all
applicable production, severance, excise, gathering and c,sy other

taxes b4se% upon or measured by the value or amount of px xiuction

and she'll separately calculate and pay to such carr:ied well

operator for payment to the appropriate owner any royalty, excess

or ovegric,ing royalty and any other non-operating or :<on-cost

bearing b>irden reserved in any lease, assignment th» seof or

agreememt relating thereto which is deducted from the ,ihare of
product/on of such carried well operator. Such royalty, s,<cess or

overrid/ng royalty and other non-operating or non-cost bearing

burden gs not to be subject to any charge for operatinil costs.
payment ~by Oxy USA, Inc. to such carried well operator of i,ny such



royalty, zxcess or overriding royalty or other non-ope

non-cogt leering burden shall be made within ninety (90)

the eQ o>'he calendar month within which the productio

to such l>urdens is sold. Within sixty (60) days

complelion of the well covered hereby, Oxy USA, Inc. shal

sting or

iys after

subject
.'ter the

furnish

in andsuch carr:.ed well operator an inventory of the equipme

connectled to such well and an itemized statement of th

drillig, completing and equipping such well for produc

for each month thereafter, during the time Oxy USA, Inc.

reimburped as provided above, Oxy USA, Inc. shall furnis

cost of

Lon; and

Ls being

to such

sts andcarried wiill operator an itemized statement of all c
liabili)ieI incurred in the operation of such well, toge

a statQeiit of the quantity of occluded coalbed me

producd therefrom and the amount of proceeds realized

ier with

zne gas

rom the

orator's

A, Inc.

pies of

r under

r other

Lth any

a owned

therein

ist the

of such

icribed

l well

sale ofi tha production allocable to such carried well o

interest( i> the unit during the preceding month. Oxy U

shall a)so furnish to the State Gas and Oil Inspector, c

the same) s1+tements furnished to each carried well operat

the provisions hereof. Any amount realized from the sale

dispositlioz of equipment newly acquired in connection

operati+ c n the well covered hereby which would have be

by such lcazried well operator had such owner participated

as a pa/i:ipating well operator shall be credited aga

total un4ovared well costs in determining when the interest
carried ,well operator shall revert to such owner as d

above.
i
lien Oxy USA, Inc. recovers from such carri
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operat)r'i> relinquished interest provided for ab ve, the

rel india) ied interest

automa)ic<illy revert to

such carried well operate r shallof

such owner, and from and af .er such

reversion, such carried well operator shall be tree

partlcgpa1,ing well operator and shall cwn the same intere

well, the material and equipment in or pertaining theret

productior therefrom, as such owner would have been entitl
such owner participated initially as a participating well

in the d> illing, completing and equipping of such w

thereafter, such owner shall be charged with and shall

owner's~ proportionate part of the further costs of the

of such wekl.

ad as a

: in such

and the

d to had

operator

11; and

pay the

ceration

(8) Each well operator herein pooled owning or po

owning an occluded coalbed methane gas interest below

seam ofi ccal in any tract in the drilling unit involve

which iktevest is not subject to a lease is hereby acco

followipg options as to such interests:

mtially

i Tiller
herein

ded the

(i) )ertlclnatlon: To participate in the working

in and Qe development of the occluded coalbed methane g

the Tiller seam of coal in the drilling unit involved h

agreeing to pay such well operator's proportionate part

actual ckst of drilling, completing, equipping, operating,

and aba oning of the well covered hereby and by paying

forth herein, to Oxy U8A, Inc., such owner's proportionate

the $222120 '.OO estimated cost of drilling, completing, e

operatinIE, plugging and abandoning of the proposed well

nterest

s below

rein by

of the

lugging

as set

part of

Lpping,

:overed

10
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herebyi In lieu of such payment, furnishing to Oxy

securiky satisfactory to Oxy USA, Inc. for the paymen

within I fo Wy-five (45) calendar days of the date of th

A pa+le..pating well operator's proportionate part

anticipatiid cost of completion and share of the produ

such wall shall be in the proportion that the number of ne

SA, Inc.

thereof

s Order.

of the

ion from

mineral

acres in the unit covered by the occluded coalbed me 'ne gas

rights ow ed by such party hears to the entire number o mineral

acres in this unit; or

(i3.) Cash Consideration: In lieu of participatin

working interests in and the development of the pool

drilling unit involved herein, to elect to receive a s

DOLLAR l($1.00) per net mineral acre owned by such owner

in the

in the

of ONE

plus a

total rpya Lty in the amount of one-eighth of eight-eight:i (1/8th

of 8/Sths) of the occluded coalbed methane gas and gas c

producp from the well covered by this Order, the s

deliverSd:,nto the lease tanks or into the pipelines to w

well is 'connected, free and clear of all costs, expenses a

incurred in or in connection with drilling, equipping, o

complet)ng, plugging and abandoning of such well.

operators e] ected this option shall deliver under this Ord

revenue in:crest of 87.508 of 8/Sths of the occluded

methane ga4 and gas condensate produced from the well co

this Oper, with such net revenue interest being dete

deductiQ (rom such owner's share of production the

provided', fcr immediately above; and provided further,

<densate

to be

.ch such

id risks

rating,

iy well

r a net

coalbed

~red by

.ned by

royalty

.t such

11
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royalty o .'/8th of 8/Sths and such net revenue interest i

of 8/8+s shall be proportionately reduced and payable o

propo&ion that the number of net mineral acres in the

unit cdve:.ed by the occluded coalbed methane gas rights

such bill operator bears to the entire number of mineral

this unit, or

If 87.504

.y in the

drilling

owned by

acres in

(iii) carried 1nterest:In lieu of participating

working i>tercet in and the development of the pool

drilllnjg i@it involved herein as set forth in subpara

above, 0r i>lecting the option set forth in subparagraph (i
to eleclt to share in the operation of the well covered

in the

in the

;aph (i)
) above,

>reby on

sat the

>leting,

:h well

charged

om such

coalbed

ools in

s Order

hare of

rator's

a carried basis (as a carried well operator) so

proport)once part of the actual cost of drilling, co

equippijIg, operating, plugging and abandoning of s

allocable to such carried well operator's interest is
against,su<.h carried well operator's share of production

well and tt at all of such carried well operator's occluded

methane gan rights below the Tiller seam of coal in the

the drill).ling unit involved herein are relinquished under th

to Oxy URSA, Inc. until the proceeds from the sale of the

productilon from the well accruing to such carried well

unleased'oc:luded coalbed methane gas interest in the drill ng unit

involved herein, equals two hundred percent (2004) of the

the costt c f drilling and completing the well covered

allocabl) tv the unleased interest of such carried well o

I)lgl. one Ihm dred percent (1004) of the share of the cost of

tare of

hereby

orator,

surface

12
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equignt beyond the wellhead connection of such well al

the un/espied occluded coalbed methane gas interest of su

well orator; plus one hundred percent (1004) of th

operat4r'0 share of the costs of operating such well all
such c)rrfed well operator. Such carried operator's pro

part of tee costs of, and the production from, the wel

hereby lis to be in the proportion that the number of ne

acres ig the unit covered by the unleased occluded coal

gas in4eriist owned by such carried well operators bea

entire pumper of net mineral acres in this unit. During

of tim$ Ory USA, Inc. is entitled to receive such ca

operator's share of production or the proceeds therefrom I

Inc. s))al:. pay all applicable production, severance,

gatheri$ g hand any other taxes based upon or measured by

or amount i>f production.

>cable to

i carried

carried

cable to
rtionate

covered

mineral

methane

to the

a period

.ed well

)xy USA,

excise,

ie value

Willin sixty (60) days after completion of the well

hereby, (hv, USA, Inc. shall furnish such carried well ope

invento4 the eguipment used in and connected to such

zeal statement of the actual cost of drilling, coan itemij

and equi)ping such well for production; and each month the

during 4e time Oxy USA, Inc. is being reimbursed as

above, O~ USA, Inc. shall furnish to such carried well o

an iteml)ed statement of all costs and liabilities incurre

operatioh of such well, together with a statement of the

of occluded coalbed methane gas produced therefrom and th

of process realised from the sale of the production allo

covered

ator an

ell and

pleting

eafter,

rovided

arator,

in the

iantity

amount

hie to



such 4rr Led well operators unleased occluded coalbed

interegts in such unit during the preceding month. Oxy

shall )iso iurnish to the State Gas and Oil Inspecto

Common/a.'.th of Virginia, copies of the same statements

to each carried well operator under the provisions her

amount pealised from the sale or other disposition of the

newly abquired in connection with any operation on the wel

Wane gas

ISA, Inc.

for the

urnished

sf. Any

quipment

covered

hereby which would have been owned by the carried well perator,

had su+ owner participated therein as a participat,'g well

ed well

ed well

fhen Oxy

<quished

to such

>d well

Cor and

.al and

refrom,

owner

in the

rafter,

oner's
i )f such

as such amer would have been entitled to had su

particigted initially as a participating well operator

drilling, completing and equipping of such well, and the

such ~er shall be charged with and shall pay such

proporti naCe part of the further costs of the operation

well.

operator, shall be credited against the total unrecovei

costs $n determining when the interest of such carr

operator swell revert to such owner as described above.

USA, In/. recovers from such carried well operator's rel

interes), ice amount provided for above, the relinquished ..nterest

of such carried well operator shall automatically revert

owner, inc from and after such reversion, such carr

operator sxall be treated as a participating well oper

shall ~ the same interest in such well, the mate

equipmegt :.n or pertaining thereto and the production th
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Og USA, Inc. has introduced a proposed model

agree, The proposed agreement was not complete or

the pauli e. Since the agreement is not endorsed or c
Board hei ther adopts nor rej acts the proposed model

agre+nt, Leave is given to Oxy USA, Inc. to tender a

endorsehR operating agreement for this unit. In the

conflict twtween terms and conditions in the complete,

operating agreement, the terms and conditions in this Boa

shall cbntrol.

(6) In the event a well operator, either an own

occlud& coalbed methane gas lease or an owner of an

iperating

igned by

.ete, the

perating

omplete,

>vent of

endorsed

's Order

r of an

pleased

>llcable

eaed to

Ae well

to timegy and properly elect, in writing, one of the a

options;as set forth above, such well operator shall be

have elhi@ not to participate in the working interest in

coveredlhe~.eby as to the pools involved herein and shall i deemed

gas to

event a

wner of

)f this

under

reafter

astor's

as set

ipating

h well

to have les,sed his interest in the occluded coalbed metha

the deskcpuited coalbed methane gas well operator. In the

well o~ra1.or, either an owner of a lease interest or an

an unl+el interest, who is subject to the provisions

Order seal] elect to act as a participating well operat

5.A.(i) or B.(i) above, whichever is applicable, but th

fail or )elise to pay or secure the payment of such well

proporti naCe part of the cost of the well covered hereb

forth inl su h provisions, such election to act as a parti
operator under this Order shall be null and void and su

tract, teho is subject to the provisions of this Order s Lll fail

15
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operator shall become a carried well operator consisten with the

terms hand provisions of this Order.

()) AnY well operator involved herein who has not

in response to the notice of hearing published pursu

provisfons of Section 45.1-361.19, Code of Virginia,

amended, 4nd whose identity or whereabouts remains unkn

appeared

to the

i950, as

n at the

concluslior of the hearing conducted in this matter shall a deemed

to have e]ected not to become a participating well oper

shall be ileemed to have elected to be a carried well

:or, but

orator.
~visionsSuch cagriial well operator's share of proceeds under the p

of. thim Order, after the payment therefrom of all we 1 costs

of this

ird and

ant for

rator's

hall be

claimed

1950 as

iy such

Inc.

~ndered

prided,

me, or

has a

not be

properly allocable thereto consistent with the provisio

Order, ~shell be paid to the Virginia Gas and Oil

Treasur)r )f Virginia and held in a separate escrow acc

such carjrled well operator's benefit. Such carried well op

share o) ps oceeds shall be deemed unclaimed property and

dispose) o) as provided in The Uniform Disposition of U

Propertyl Act, Section 55-210.1, W a@., Code of Virginia,

amended. She State Gas and Oil Inspector shall receive

funds an) ahainister these designated accounts.

(8) Aay cash bonus which becomes payable by Oxy US

under th) p~.ovisions of S.B.(ii), above, shall be paid or

within Pire (30) days after the date of this Order; n

however, if the owner entitled to such funds releases the

if such ~<ir's interest in the unit involved in this caus

defect og c.'.oud in the title thereto, or if such owner ca

16



i reasons

'eposit
account

and such

of such

account

to until

>ts such

roved to

BOBK 3Q'yg

paid skch funds for any reason whatsoever other than

set forth in paragraph 1 and 7 above. Oxy USA, Inc. ma

(credit/) <iuch funds due such party into an internal escr

establishing in the accounting records of Oxy USA, Inc.

funds aha.'.1 be credited to such account for the benefi

owner. l Sech funds so deposited (credited) in such escr

shall be held for the benefit of the owner entitled ther

such ada can be paid to such owner, or such owner acc

funds, br until such title defect or cloud is cured or

the satisfaction of Oxy USA, Inc.

(9) )xy USA, Inc., in addition to any other rights ifforded

such paly under the laws of Virginia, shall have a li on the

mineral lciasehold estate or rights owned b thy e o ir well

operators involved herein in the unit covered hereby and u in their

shares Pf the production from the well covered hereby to extent

that co)ts incurred in the development and operation of the

drilling unit involved herein are a charge against such in arests.

Such lie)s,shall be separable as to each separate well oper tor and

shall r~i a a lien until all costs incurred in connection ith the

well ha$ e been paid. Upon the failure or refusal vf any

particip)tlag well operator to pay such well .ator's
proporti)na".e part of any cost incurred hereunder in co iection

with the well covered hereby, shall be entitled to race ve the

share ofi ps oduction from the well accruing to such def ulting

particigtirig well operator's interest in the unit involved erein

or the p+ceds from such share, until such proportionate art of

17
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h well

obtain

scribed

such c)st has been paid. No part of the production or proceeds

accrue 1,o any participating well oPerator shall be appl i'oward
payment o .'osts chargeable to any other interest in s ch unit.

If any

gapa

Wicipating well operator fails or refuses to pay such

well curator's proportionate share of the cost incurred areunder

in co+ction with the well covered hereby within sixty 60) days

after r+dltion of a statement therefore by Oxy USA, Inc., the non-

default)ng participating well operators, including Oxy U K, Inc.,
shall, )Pox reguest by Oxy USA, Inc., pay the unpaid amo C in the

proport/on that the interest of each such non-d .,'aulting

participat ing well operator bears to the total interest of all
such noh-defaulting well operators. In such event, :h non-

defaultlng participating well operator so paying su

operator's share of the unpaid amount shall, to

reimbu~cnt thereof, be subrogated to the lien rights d

above.

(10) If the well involved herein has not been c
the datei o>'his Order, shall commence or cause to be c saenced

operatioks on such well within three hundred and sixty-f ie days

(365) da$ s from the date of this Order and in any event shall

continue or cause to be continued operations under this O ir with

due dil gei>cel otherwise, the provisions thereof sh 11 bedue dil)
inoperat)ve and this Order shall terminate, except for a y cash

sums bec)ming payable hereunder, unless the time of comme, cement

of such +cation is extended by an Order of the Board.

18



(fl) Oxy USA, Inc. shall, within thirty (30) da

comple)ioii, tender to the State Gas and Oil inspector

stateimjnt reflecting the actual cost of drilling, e

compleginci, plugging and abandoning the well. Additional

stat~ts reflecting actual operating costs shall be fu

the St)te Gas and Oil Inspector on a quarterly basis.
actual 'co its of drilling, completing, equipping, pl

abandoning the well is different than Oxy USA, Inc.'s e

appropr/ata adjustments to the burdens imposed

partici/atlng or carried operator's share shall be made.

(1$) Oxy USA, Inc. shall cause a certified copy of

to be Qilad to the last Rnown address of each well

listed )n '>is Order.

Th) ri~lief granted by this Order is to avoid the dri

unnecesgar. wells, prevent the various types of waste or

5, after
itemized

uipping,

itemized

imbed to

If the

ing and

timates,

n each

Ls Order

ator as

ling of

ccluded

of all
nvolved

ad this

coalbed
~

meQmne gas and protect the correlative rights

owners )itlL respect to the pools in the drilling unit

herein. i

All embers present and in agreement done and execu4F day of WdoAssl4c., 1990.

ex~
CHAI lf

Don) a & performed this
1990, by o~ler of this Board.

Prin~pal Executive W t4 Staf f,
Mrginia Gas and'Oil card

19
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State of ViginLa
County of Pshi eton

Acknowledg& oa this d y f WD!JEW'PLY/L, 199
personally Ibef ore me a notary public in and for the State of Vir

hai "
, s

spared Be@lay Wampler, being duly sworn did depose and s th t
spam, of th< Virginia Gas and Oil Board, that he executed the s

say a

0 horispd 1 do so.

.nia
c is
and

L(l8
Mid/ Ihg a.

'='.~. Pgotary,
'. ~~ ~ c empires 9/23/92

C~ ~,
""gtatk qg~firtinis

COihRjV of VQ)hen Stun

%k 'ed lon M.s a y e 4//a~4HA, is@
,i~'n, al~ 5efcre me a notary public in and for the State of Virg

ppe ~ Thomas Fulmar, being duly sworn did depose and say that h
rgnci ~ut..ve to the Staff of the Virginia Gas and Oil Board, tha

,~'e teg ",;:Is and was authorised to do so.

cia
is
he

";~igiaui44hf Q"ii,Pot~ ~lie+'~ssion~ ~exl iree 9/23/92



THONF$ QNI~~
EUKSIT k

VIRGINIA. In the Perh'fBce of the Cirouit Court of Buchanan County. The foregoina inetrumexh
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